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The Henorsble William C. Foster 7
United Stetes Avms Control and Disermement Agency
Waghington, D. C.

Desy Bill:

i Thank you for yowr letter of 31 August to Mr. MoCone, and

: for the attached report of the Inspection Study Group. Mr. MoCone
is awey for the present btut I will eall this material to his
gttention vhen he returns.

I am pleased to know thet the work of the Study Oroup hes
froved to be of value to the Arme Control amd Disarmament Agency
end that CIA perscnnel mede 2 substantial contribution. Your
kind remarks about the CIA contributors ere very much appreciated.

Peithfully yours,

Merehall 8. Cprter
Lieutenant General, UBA
Acting Firector
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Mr, John J. MeCloy |
Chalrmit, Ceneral sory Commdttec
U2 Arms Control and Disarrmament Agency

Deax M. MeCloy:

During the discussion arising fros the CIA brisfing of your
Compl ttee yesterdasy, we sgreed to check om estimmted Saviet militery
expenditures as & percentage of Gross Natiamm]l Product.

In its most recent national estimate on this subjeot, completed
in Jamuery 1962, the US Intelligence Boer? consluded that Seviet
militery expenditures in 1962 would probably contimue to comprise op
the crder of 10 percent GNP. The sstimate pointed out that the
Russians vere increasing their military effort, but thet GNP was
also expanding.

A new estimate on this subject is in the early stages of pre-
varation, and CIA has developed aame Weliminary figures covering
the pest five years. These show an incresse in estirmted Eoviet
military expenditures from sbout 133 billion rubles in 1952 to about
16 billions in 1962. AL the same time, GNP 1s estimmted to have
axpanded from sbout 136 billion rubles in 1958 to about 165 billions
in 1962. As best we can mow Satermine, therefore. the military has
been shsorbing 9-10 percent of GQNP.

Immunmmstmmmmawmemt for the
higher percentages some members of the Commtittes rovenbevol .

First, in 1957 the U8 Intelligence Board did in Pact estimete
Soviet militaxy expenditures at mbout 15 Porcent of CNP. This
estimate vas subsequently reduced when ve comaluded that certain
Baviéet progreme for missiles, aircraft, and other items were not ag
large in 1957 as we had thought at that time.

Second, 1t was once our yractise to eumpare the US and SBoviet
defense efforts in dollars. For this mirpose, ve estimsted what
Soviet wilitary expenditures would heve been 1f thoy had beem ineurred
in the US. This dollar valuation always worked oyt to & higher per-
centage of Soviet GNP (similarly expressed in dollars) than 444 a
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ruble valwation, because rilitary goode purchamed in the UIBR are
less expensive relative to civilian goods than in the U3, anf because
aversge US levels of pay and subsistence for military persomel are
mich higher. Our 1957 estimmte, for example, contained comparisons
based on dolliar valuations, from vhich one could infer thai Soviet
military expenditures vera equivalent to 20-25 percent of Soviet
GHP. On the sdvice of our economists, we no longer use dollar com-
perisons in mational estimates.

I vant to emphasise again that in ocur Judgment, percectage of
GNP does not tell the whole story. The Soviet econcmy is under
eonsidernble strain to meet all the dessnds whick have been placed
on it. The mdlitary effort is absorbing substantial guantities of
those types of industrial output, saxpover, and scientiflic rescurces
which Xhrushchev would find extremely useful in mosuing his plans
for generval econcerc growih.

It wes un honor and & plesasure to meet with your Committee.

Faitht™ally yours,

{Sjg‘naﬂ“ Tyt o1 o [T e e

Marshall 5. Carter
ideuterant General, UBA
Aeting Director
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